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ABSTRACT _ o - B i
~__  Designed for the general public and possibly suitable
also for high school economics students, this pamphlet discusses the

Consumer Leasing Act. The act requires leasing companies to inform

consumers of the costs and terms of their contracts, limits any extra

payments at the end of a lease, and regulates lease advertising. The

pamphlet focuses on perisonal property leased by an_individual for a

period of more than four months for personal; family; or household

use. General rules for leasing are presented: (1) the law does not

cover daily car rentals, apartment or house leases; or business
property leases; (2) customers must receive a written statement of
all costs involved; (3) customers must be told certain terms of the
lease; (4) customers must be told if they may have balloon payments_
and how they are calculated; (5) customers may obtain an estimate of

the property's worth from an independent appraiser; and (6) balloon
payments in an open-end lease are limited to no more than three times
the average monthly payment. Also included is a look at shopping
suggestions, advertising regulations, and penalties for violators.

The final section presents a list of names and locations of federal

enforcement agencies which deal with questions concerning leasing:
(LH) _ .
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o Afg_ﬁég'uibiidéﬁriﬁg ijjliélljét leasing your
nexl car would bé u §6b'd Idea?

J Would ‘you rather lease than buv ]ur
niture for an apartment you 1l use for
only a year? :

When leaslng Iooks like a good 0pt|on. ;
there's a Federal law that will help you shop -
for the best deal. The Consunier Leasing

Act requires leasing companies {6 tell you -
the facts about the costand terns of their -

contracts.. You can use #he information to .

comparé one Jease with another or to com- .
nare the cost bf leasmg with the cost of buy
ing the same property. The law also limits.".

any extra payment you may have to make .

advenislng "g-_-_.,f-;;*_;--_..._;, -:,’-,; :-:_1 -

'f;.);

What leases are covered? The law ap ”
plies to perscenal property leased by an ‘-

inonths for personal, family or :
hoisehold use. It covers long-term rentals

. v “n

The faw Eloes not cover: - '
* daily car rentals or weelily or. monthly
- teritals that are. aulomiﬁcallﬁ renewaEle g

" with each payment; « "y Y i

* o |aases for apartments or hodses —or Fur—
|- niture that comes Wﬂh ai'ented aparf- B

cowéms

menl;' R

T
"'l'

What about cmts?_ _B_{@m you agree to 3.
| statement of s costs, including:

3| * the amount of any advance paymenl

F=|  such as a security deposit; . :
o0 the number, the amount and the dates .
ERIC your regular payments are due, a$ well -

IToxt Provided by ERI

at the end of a lease and regulates lease . . '.:."5.'. P
Thls Pamphlet descrlbes lhe Consumer L o

Leasing Act and the regulation Issued by lEe ’ |
Federal Rcserve Board to tarry it out -'7-

individual fo1 a perioc of more lhan four

of cars; ’rurn&ure and bther pzrsonal property

T T

lease, the law requires that you get a.written - 3

nLnLthSe Davments' and

f"’_ilénmsﬂ

~© how you orthe leasing company.may

o the amount you must pay for license,
reyistration and taxes; and for any ettier
fees, such as delivery charges.

What about tenns of the lease? You
must also be told certain terms of the '
lea:e, mcludlng ‘

what klnEl ol lnaurance you need o

any express warranty on the propertyt

whi Is responsible for maintaining and
- serviciiig the property, and any slandards
'+ for wear and tear. (which must be. :_:

reasonable) st by the leasing company;
_® any penalty for defautt or late; payment. ,-_.:

cancel the leasa and 1he; chargeq for do
lng SU) aﬂa ',."‘ l',,‘: : ‘_".

| ‘o whether or not ypu ‘tan buy -tlle plbperty |

.4 and; ll youican when and a-rwhat prloe.

' "l.“;'.- "..'
RS . K 4

| peyments? One decsion that will aftect -
*:|, leasing costs and terms Js whether.you .
% 1:choose an ’open end" “{ot “finance”) -or

‘ _i -gou run the. risk of dwing exira money
:‘depending on-the value.of. the. broperty 2R

leases usually have higher monthly o
paymenls tﬁan open end leases e .

What ate open end leasea and Balloon .

“losed end”. leasé, Jn:ar open:end lease"

when you return it. This payment is- often :'f'

| called a “balloon pagmient.” Fot examplq,

.-'| ‘when you sign-a three-year open end caf. "

| ‘lease. the leasing company may - estimate’: -
‘that +he ar will be.wiorth $2,000 after thrn _
‘yesrs of normalwse; If the &k is wotth orilyg
731 500 whan you. retum I; you .may-_haii' .:

iln ) closed end lu@, ybu.are hot responsi:
ble fot the value:of the property wheén. you
retum It and will not hiave to makea™

balloon paymént,. As b result, "¢losed entl ;

- . K

Yguushould lmow lhat ln an open end
o The leasinghcompiny must tpll 9ou lhal
" you may héve a balloon payment arrd

- how it Jmﬂmlm o
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| « Al the end of the lease you have the

right {o obtain an estimate of the proper-

: tys worh {rom an independent ap:
praiser. Both parties must abide Byfhe
estimate

should also know that the law Mmﬂs a
balloon payment in an open end lease to
no more than three times the average

monthly payment—uniess you agree {n
make a higher payment or you have used
the pioperty miare than average (for exam-
ple. It you put inore than average mileage
on a car). The leasing company may also
seek a larger payment by going to court. I
it goes to court, the company has the
burden of proving that its original estimate

of the value of the property. although .

wrong, was reasonable and made in good

faith. The company must pay vour

atiomey’s fees In such a lawsui. whether or
_not It wins. - ."f’ PR ;

How do I shop for a lease? Ftrst decide :

whether you want to buy with cash: on
credit, or lease. When making your ded-
ston, be siire to take inta acc.ount such ex-
penses as the cost of jnsurance. . s

mamtenance and specxal fees i

To heip you compare the :osl of buying on o

credit with the cos! of open end leasing.
you must be told the total amount you are. -
iesponisiblefor under the lease: the value of

the. property at the begirning of the lease; - .r_

and the differerice between the two. For ex-"
ample. a three-year open end car léase
mugﬁt show TR

53 moniiniy'piymenia of 5i§5 3

O+ Estimated value of car at end
-40 of lease RN 2,000
==|  Amount you are responslble lor T
g under lease "~ - o $6,500 .
. Q - Valug of car Il beglnnlng S
| - ofleagse - - .- - 5:800°
(RIC pifference - s JO0

34,500
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To ﬂnd out mote

' You could compare this "dnfherence "of

$700 with the finance charge you would
pay if you bonFﬂ iﬁe car 66 Ereart

]
If you decide to Iéasé shOp urbund ksrthe
best price and terms. Compar@ the costs
and advantages of open end and dosed
end leases: and look at such options as -

whether the leasing company will | pay for

repairs and maintenance:

What about advertising? Thv. law also
regulates the advertising of leases. it says
that il-a leasing company advertises the
amount er number of payments or that any
or no downpayment is required. it must also
mention several-other important terms. in-
cluding the total of regular payments. your
responsibilities at the end of the lease. and
whether or not you may purchase the pro- o
informahon from the advertisement to - _
understand the: oﬂer and to compare it wtih

.others

What are the penaltles? Vou as an in
dividiel may sué a leasing company if it
fails to give vou the fequired information or
dues so improperly. You may suefor 25
per cent of the total of the morthly =~ . .
payments (but not less than $100 or more °
than $1:000) plus any aciual damages. if an
advertisement violates the law: you may sue
the. ledsing company foryour actwal
damages. i any | successful lawsuit. you are "=
also entitiéd to.court costs and r?asonable
aliorney's feés: The law also provides. ™ -
cnmmal penalfTes for mtenhonal Violiﬁons

‘i LA number Ef

Federal agencies ‘are tvspom&e for- enforc- ‘
ing the Consimer Leasing Act. If you have
any queshons about the, law in cv:1:1_q¢!iq1
with a lease transaction with a financial in-
stitution. vou may wrife to the nearest "
Fe&eral Reserve Bank or to the Boud of .

Washington. D.€: 20851’ Besum o iden:

tify the name and Iocatlon oi the financial



instlfutlon $0 o that your Jetter can be brought "', San Francisco, Californg
"~ 101 Market Sheet -

.g" v | Philadelphia, .-
to the attention of the appropriate enforce- 'j , s

Pennsylvania ;

ment agency—the Federal Reserve Board. - 10 Indeperiderice Mall - 'P.0. Box 7702

ten. agency—fhe redera: Heserve Board. « P.0. Box 66. - ZP94120 -
{for Slate-chartered member banks); the N AR
{ior Slate-chartered member banks); the ZP 19105~ ..+ {415) 544-2000: \
Comptroller of the Currency {for national - (215) 5—,4 5909 R S

St Louls, Missourl *

banks), the Federal Deposit Insurance Car-, T
Rli:h'iiiiiii'd Vlrginia RN

.potation (fot non-meniber insured barks), S g 411 Locisét Street -

ot lhe Federal Home Loan Bank Board (for P o 701 East Byrd Streat ¢ P.O. Box 442 -
federally chartered savmgs and loans), P 23219 .-_:'. } ,-;‘ZIP 63166 ..

B (804) 643 1250 U (314) 4408444

The Federal Trade Coimmission enforces the . s Yy g e
law for almost all leasing companies other .~ SR RETIEN

than financial institution. Questions or com- .~ .- w /. BT

plaiiits can be seft to the nearest Federal i N

Trade Commission Regional Office, or, if - . 5 , ;!

. they concern natfonal companies, to: | - I '

\Federal Trade Commission, Consumer - - xe Atlunfaﬁeorgia S Denve Colorado.

Room 1000. - 'z . i Suite 2900 . . -
1718 Poachtree YUl 1408 Cirtls Street -
Street, N.W.. 2P 80202 - -
‘ZIP 30309 | ;'(303) B37.2271

(404) 881 4836 --

Leasing, Washinglon, D.C. 20580, The -

Commission does not represent individual 't ?'l

consumers in private disputes, but informa-
tion from consumers about their expernences

Board: of Governors of the Federal [Reserve Sﬁptemi L

and concerns Is vital to its enforcenem of

the Consumer Leasing Act BRI
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‘.Ngw York New Yoﬂc
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Boston, Massachusetts - .
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| 230 South LaSalle Sueet' Minneapolls, Minnesota .
250 Marquette Avenue - -
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